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Delivering on the Promise:


Digital's Strategy for Growth








Digital's Mission:





Digital's mission is very clear:





Deliver with its partners


networked business solutions


based on high-performance


platforms and services








It speaks to what Digital does best -- high-performance networked solutions -- as well as to the  customers it knows best, business customers.  And it relies heavily on the partners who are so critical in providing value to its customers.  





Digital's ability to deliver networked business solutions was the source of its success in the 1980s.  The difference now is that instead of proprietary solutions, Digital is delivering some of the most open solutions in the industry.  And Digital is doing it at a time of growing customer demand for comprehensive, networked solutions to complex, enterprise computing problems. 





Customers can buy platforms from an increasing number of vendors today.  Very few companies can provide the platforms, the network infrastructure, the applications, and the services -- including those from partners -- that make up a networked business solution.





The key to Digital's strategy is to identify the  platforms and the markets that offer the greatest opportunity for profitability and growth.  Digital has identified three high growth platforms where it is focusing its investments:


High-performance 64-bit UNIX platforms


Windows NT throughout the enterprise, and


Internet connectivity within and between enterprises





These are areas of technology transformation, where there is significant potential for breakthrough growth and where Digital is already differentiated from its competitors. Digital has a fourth strategic platform,  OpenVMS, which  is a critical environment for our installed customer base and for very high availability computing.





In addition to focusing on three high growth platforms, Digital, by taking a targeted, selected marketing approach, intends to open new markets, drive resource alignment, improve sales productivity, focus  customer selection and channel recruitment, and leverage the synergy between its systems and services business.  Digital recognizes it cannot be all things to all customers, and has set aggressive criteria for the markets in which it competes.  





Digital's investment criteria are crisp and specific.  It is targeting markets with rapid growth and the potential to generate substantial operating profit.  In each market, Digital also must have the potential to earn significant market share.  The corporation will not be satisfied with small market share in a large number of markets, as that is not a recipe for growth.  A 20 percent market share target says clearly that Digital plans to be one of the leaders in the markets it pursues, based on its growth platforms. 





Based on these criteria, Digital has identified nine high-growth market segments to pursue.  





Continuous Computing�
Data Warehousing�
Enterprise Applications�
�
Visual Computing�
Windows NT Integration�
Mail & Messaging�
�
Intranet�
Internet Commerce�
Internet Service Providers�
�



The annual revenue opportunity presented by these markets is projected to be approximately $130 billion, or about 20 percent of the total Information Technology market by calendar year 2000.  Digital is initiating a significant and deliberate focus of its resources and investment dollars toward delivering high-performance, networked solutions for these markets.  Digital, with its systems, software and service partners, intends to establish itself in these markets through deliberate and focused marketing initiatives that are expected to yield substantial revenue growth and profit.





These markets do not cover all of Digital's businesses, or even all of its strategic businesses.  They represent key go-to-market initiatives and were selected based on the result of a thorough market analysis.  These are not technology-driven initiatives -- they are solution-driven.  They build on Digital’s strengths across its business units and leverage multiple technologies and services. The solutions also build off of our important OpenVMS, network, and service businesses.  They are aligned with the three high growth platforms that Digital has identified as its technology focus.





Platform Strategy for Growth...





Digital's platform mission is to deliver the enterprise-class networked computing platforms to support network business solutions.  What are the capabilities of an enterprise computing platform?





At the highest level, there are four:





Reliability to support critical business processes.


Capacity and scalability so that a deployed business solution does not have to be discarded when requirements increase.


Delivered application performance, rather than narrowly defined benchmark performance.


Integration with legacy systems, because a business application rarely stands apart from existing business applications.





These capabilities are provided by certain proprietary mainframe and minicomputer systems.  Digital's challenge is to deliver these four capabilities on platforms based on the new technology paradigms.  In September 1995, Digital shared its model of the four approaches to enterprise-level computing.  These approaches were so fundamentally different, Digital referred to them as paradigms: 





Mainframes and minis as the past paradigm, though still important to customers and vendors. 


UNIX as the current dominant paradigm with the most new investment. Within UNIX, there was another paradigm shift to 64 bit computing.


Windows NT as the emerging paradigm. 


The Internet emerging as an entirely new type of platform for a new class of enterprise applications.





While many thought the Internet would lead to the downfall of Microsoft and Windows NT, Digital thought the two would be complementary or even convergent.

















Digital believes these paradigms have become reality:


64-bit computing in the form of 64-bit UNIX has emerged in the marketplace.  Indeed, Digital has the leading position in this market, shipping two major 64-bit environments (UNIX and OpenVMS) before any other vendor has its first.


Windows NT is winning; the skeptics of a year ago are gone.


And the Internet is emerging on such a broad front that its impact will be significant.





Digital's platform strategy for growth is to exploit the emerging paradigms.  The markets represented by these emerging paradigms:


are characterized by rapid growth and little entrenched competition


are markets for which Digital has product and service leadership


and by their very nature, are markets based on emerging paradigms can exploit the synergy between products and service.





Digital's go-to-market strategy provides that synergy.





64-bit UNIX.  Digital’s 64-bit UNIX strategy is very simple. The company pioneered 64-bit UNIX, started shipping it three years ago, leads the market, and intends to maintain that lead. Over the past three years Digital has attracted a large set of 64-bit ISV applications to its portfolio.  The combination of Digital UNIX and Alpha technology consistently provides extremely high system performance at every price point  And for data-intensive applications that can exploit 64-bit VLM and VLDB capabilities, Digital's 64-bit UNIX systems provide breakthrough performance capabilities.





In commercial client/server applications, the client is invariably a Windows or Windows NT desktop.  By leveraging its Microsoft technology expertise, Digital will consistently provide the  leadership interoperability between Digital UNIX and Windows clients. Digital believes its 64-bit UNIX provides leadership continuous computing in the UNIX market. This results from combining UNIX and server technology with its global support services.





For 64-bit UNIX systems, Digital has targeted three go-to-market segments:  Data Warehousing, Continuous Computing, and Enterprise Applications.





Windows NT.  Digital's Windows NT strategy is to lead in bringing enterprise computing to Windows NT.  Digital was the first -- and to date the only -- enterprise-class system vendor to enthusiastically endorse 


Windows NT for enterprise computing. 





Digital's differentiation in the market is based on a balance between products and services.  In support of Windows NT, Digital has by far the most comprehensive enterprise support and integration services worldwide.  But also, in products, Digital does  have significant differentiation for Windows NT with a broad selection of enterprise infrastructure software. Digital is unique in offering a dual hardware architecture  strategy supporting Windows NT which provides capacity and scalability not available from any other vendor.  Digital offers software products for manageability and cluster capabilities.  And finally, Digital's  alliance with Microsoft is a major factor supporting its service, product, and marketing differentiation for Windows NT.





For Windows NT, Digital has targeted four go-to-market segments:  Mail & Messaging, Windows NT Integration, Visual Computing, and Enterprise Applications.  





Internet.  Digital's Internet strategy is to bring business computing to the Internet.  As with Windows NT, this strategy is based on a balance between product and service differentiation. Digital leads in a  number of product areas.  It has by far the highest-performance Internet servers in the market, as measured by the standard Webstone and SPECweb96 benchmarks.  It leads in Internet protocol-switching technology, and has an innovative AltaVista software portfolio for security, information access, and collaboration.  For services leadership, Digital offers the industry's most comprehensive Internet services and solutions portfolio. 





For the Internet platform, Digital has focused on three go-to-market segments:  Intranets, Internet Commerce, and Internet Service Providers. 





OpenVMS.  The core of the OpenVMS strategy is to leverage the innate affinity between Windows NT and OpenVMS, combining the existing strengths of OpenVMS with the emerging power of Windows NT in a seamless computing environment.





The high levels of availability, integrity, security, and scalability of OpenVMS make it a natural unlimited high-end for Windows NT in a 3-tier client/server environment. OpenVMS provides immunity to planned and unplanned downtime with proven 24x365 availability - including disaster-tolerant multi-site clusters spanning 500 miles. OpenVMS systems scale to meet the performance, availability and data requirements of the largest enterprise applications through 64-bit, Very Large Memory support and clusters of up to 96 nodes





Over 60 companies produce software to support users in an Affinity (OpenVMS plus Windows NT) environment.  These partners provide a full range of databases, system and network management tools, client server middleware, and critical business and industry applications.  Application development tools from partners such as Magic Software, Progress, and Compuware allow a single application to deploy across Windows NT, OpenVMS and UNIX systems.





OpenVMS  a has a presence in several go-to-market segments (e.g. enterprise applications, data warehousing, and NT integration) and is the environment of choice in the most demanding of our continuous computing solutions.





Market Strategy for Growth...





The go-to-market strategy is focused on new opportunities in high-growth markets where Digital is well positioned with its technology, expertise, and alliances.  Digital delivers to these markets repeatable solutions that can be customized by industry, company size, and integrated into the existing computing 


environment.





The world is rapidly becoming a place where anyone, anywhere, can gain immediate access to information.  This creates new opportunities for businesses to become part of virtual networked enterprises' intimately linked with customers and partners.  New Internet and enterprise applications hold the promise of reducing 


computing and communication costs.  They present the opportunity to build cohesive infrastructures to support day-to-day operations.  At the same time, these new networked solutions can provide customers with the information they need to manage change and implement corporate initiatives that will deliver greater value to their customers and shareholders. 





Digital's growth strategy focuses on nine key markets where customers are looking for business solutions that will enable them to create their networked enterprise.  These solutions are built on its expertise in Internet connectivity, high-performance 64-bit UNIX and the implementation of Windows NT across the enterprise. These key markets include:





Continuous Computing.  High availability is critical to customers who rely on their information technology systems for mission-critical services.  Digital provides the widest range of performance-driven continuous computing solutions, based on clustering technology, that are affordable and manageable.  These solutions are backed by global planning, implementation, and support services.  Quite simply, Digital defined the market for clustering.  Digital has leveraged its leadership and experience in installing more than 65,000 clusters for the OpenVMS environment and has focused these core competencies in creating the best UNIX and Windows NT cluster solutions in the market.  Customers benefit from no trade-offs, and breakthrough cluster functionality that provides a continuum of availability for the UNIX, OpenVMS, and Windows NT environments.  In addition, Digital’s leadership in multi-site clusters and wide-area-failover software has made it the vendor of choice in “absolute-availability” applications like money transfer, options trading and securities clearance. 





Data Warehousing. Customers are looking for ways to manage one of their most important corporate assets -- information.  Digital and its partners enable customers to transform data into information customers can use for competitive advantage.  Digital already has the products, services, and partnerships to deliver leadership warehousing solutions.  In fact, Alpha is the fastest-growing system for data warehousing solutions. 





The uniqueness Digital brings to the data warehousing market is its complete 64-bit solution consisting of 64-bit hardware, operating systems and databases.  These are the only complete 64-bit solution on  the market, and they drive the performance and scalability required by data warehousing applications.  Furthermore, Digital solutions are built from open, standard components with no exotic technology like MPP.  Tuned applications running on Alpha systems deliver up to 200 times faster performance than on 32-bit systems. 





Digital will continue to deliver superior technology as an application enabler.  It will strengthen and leverage high-impact partner relationships with companies like Oracle, SAS and Red Brick, and leverage global data warehouse delivery and support capabilities. 





Enterprise applications.  Customers are continuously under pressure to respond to their enterprise needs  for applications that are highly available, deployable globally with delivered performance, have minimal risk of failure, and can be managed by a continuously leaner set of resources, in terms of people and budget. 





Digital leads the competition in understanding how to tune high-end enterprise applications to address these customers needs.  It has emerged as a significant player in the enterprise applications market through partnerships with leading independent software vendors including SAP, Ross, Baan, SMS, PeopleSoft, Cerner, Oracle, Promis and Computer Associates. Today, these software applications are experiencing unparalleled performance and availability on Digital's 64-bit UNIX and OpenVMS platforms. Digital knows how to turn technology advantage into applications benefits.  





Digital is bringing this experience to the Windows NT platform as leading applications are rapidly migrating in response to customer demand.  Digital also helps enterprise customers develop, deploy, manage, migrate, and integrate enterprise applications more quickly, completely, and cost-effectively than any other vendor.   





Visual Computing.  There are many businesses that rely on visualization and compute power to accelerate the creative process, leading to competitive advantage.  





Digital brings to customers the industry's highest-performance visual computing environments with leading-edge Windows NT solutions on Alpha and Intel architectures.  Digital solutions are driving down the overall cost of ownership.  They deliver proven performance to significantly improve the creativity and time-to-market for customers whose own products are the result of the creative process.





Over the past year, Digital has successfully gained share with independent software vendors who are dependent on the performance of Alpha for delivering competitive advantage to their customers. Digital's commitment to Alpha technology ensures that it will be positioned as the leader in performance, while its strength in Windows NT solutions will offer customers superior price/performance advantages.





Windows NT Integration.  The migration to Windows NT-based client-server computing reflects the ongoing trend in enterprise environments toward open systems and standards, and an IT strategy aligned with business processes.  Enterprise-wide integration of Windows NT demands interoperability with heterogeneous systems. 





Digital offers the most comprehensive NT-integration solutions in the market today.  Based on the proven three-tier client-server model, Digital's Windows NT integration solutions enable customers to write software that seamlessly integrates desktop, department, and data center applications and data.  The solution set includes portable middleware, common network infrastructure, 64-bit Alpha systems, Intel systems, storage hardware, and management products. Complementing this product set are tools from many independent  software vendors. The successful Affinity program, announced in May of 1995, has proved Digital’s ability to tightly integrate the best aspects of the OpenVMS computing environment with Windows NT for the most demanding mission-critical applications.  This proven approach is now being adopted by the AllConnect program to provide interoperability between Digital UNIX and Windows NT.  For the first time, CIOs have a realistic opportunity to converge on a single source code base, a single middleware set and a single development tool set for three of their most critical operating system environments.  To assist with Windows NT integration, Within a year, Digital expects to have 1,500 Windows NT support engineers trained, the largest Windows NT professional services workforce in the world.  It delivers unparalleled planning, design, implementation and management services for bringing Windows 


NT to the enterprise. 





Mail & Messaging.  A reliable, secure, and efficient messaging infrastructure is critical to meeting the electronic communication, collaboration, and transaction needs within and between enterprises. The need to integrate electronic messaging into key business processes and provide seamless connectivity via the Internet requires a robust and high-performance messaging infrastructure.  Consequently, a number of enterprises are migrating from their existing legacy and LAN-based mail systems to solutions capable of meeting their current and future needs. 





Digital provides worldwide enterprise mail and messaging leadership today.  Digital offers high performance, high availability and scaleable messaging solutions based on Microsoft Exchange, Digital platforms, and value-added software and services.  Digital has integrated its AltaVista Mail, MAILBus 400, X.500 directory services, and ALL-IN-1 product set with Microsoft Exchange to enable complete integration with existing messaging infrastructures. 





Digital and its partners provide a full set of modular services to support the range of activities that customers need in deploying enterprise messaging.  More than 700 Digital service professionals are dedicated to providing Windows NT/Exchange solutions worldwide.  Today they are delivering professional services that include technical consulting, architectural design, technology selection, solutions implementation and integration, and life-cycle maintenance and support. 





Intranet.  The term "intranet" has been used to refer to Internet technology working over a private corporate network.  But companies are finding this view too narrow.  Two key areas of opportunity are missed in this restricted view:  new business solutions need to integrate with legacy systems; and extensions to the Internet make it possible for businesses to conduct secure, high-bandwidth transactions over the public Internet infrastructure.  These opportunities expand Digital’s view past the traditional boundaries of the private corporate network. 





Digital's intranet strategy is to enable enterprises to use Internet technologies to expand their market reach, vastly increase intra-company productivity, and securely connect and collaborate with their virtual organizations.  By this definition, Digital is the only IT vendor capable of meeting the demands of global intranet computing.  Digital has the highest-performance Internet servers with continuous computing capabilities.  It has a rich heritage in networking and today leads the market in high-performance switching and Network integration services.  Its compelling portfolio of AltaVista software provides customers with the tools to quickly find useful information, including legacy data.  Digital also provides the platform software to easily communicate and collaborate with distributed teams over a secure virtual network.  These capabilities  are delivered by a service organization that has been a leader in designing, planning, implementing and managing networked solutions for more than 15 years. 











Internet commerce.  Digital believes the Internet commerce market will experience explosive growth over the next five years.  Customers will adopt a broad range of new tools and technologies for Internet commerce applications.  Today, commerce applications are focused primarily on functionality and ease of  use.  Today's solutions do not yet provide the mission-critical capabilities of existing transactional systems, especially in the areas of availability, security, and integrity.





This is where Digital is focusing its efforts.  Its intention is to be the market leader in solutions for the most demanding business-to-business and business-to-consumer applications.  Digital and its partners will deliver end-to-end transaction integrity for customers doing business over the Internet.





Today, Digital provides outstanding security software, from firewalls to tunnels, combined with a full range of services to support emerging Internet commerce applications.  Digital's combined strengths in services, networking, production OLTP and Internet security, leveraged with a rich partner portfolio and 


solution-focused organization, will make it a major player in Internet commerce. Digital will deliver six integrated solution sets to selected sub-markets. 





Future directions include close parallel development with strategic partners; introducing breakthrough technology such as "Millicent" for micro-commerce, and co-location of major electronic commerce 


players at Digital's Internet Exchange.





Internet Service Providers.  Internet Service Providers, under intense competition, need to manage the phenomenal subscriber growth, provide 100 percent availability, and constantly lower the cost of service and capital.  These factors drive their purchase decisions.   





Digital's strategy is to be the leader in production-quality ISP solutions.  It intends to grow share in the UNIX-based market while working closely with Microsoft to establish leadership in the Windows NT-based ISP solutions and related services.  Digital's solution portfolio for Internet Service Providers affords high 


performance, availability, and scalability, with support for major Internet software on Alpha.  It has pre-tested Alpha and Intel solutions to meet the extraordinary demands for rapid time-to-market for the new Internet Service Providers.  Digital's high-availability data-switching and IP-switching products are a critical component of an ISP solution.  The Digital Services Division offers a full range 


of offerings from applications assessment to customer solutions development and integration. 





To provide the entire life-cycle of services, Digital in July opened the Digital Internet Exchange, the Internet's first combined switching and commercial data center.  The exchange offers Internet service providers and their customers mission-critical "lights-out" operation, a full range of Internet services, and a choice of telecommunications carriers.  No other commercial exchange or computer vendor provides this combination.





Strategic Alliances with Industry Leaders...





Digital is teaming with industry-leading software and services companies in major strategic agreements for joint engineering and development, marketing plans and implementations, and sales engagements.  The resulting products, services and support will complement the participants’ own offerings and leverage market penetration for all.





The Microsoft/Digital "Alliance for Enterprise Computing," now in its second year, combines both companies’ strengths and resources to solve complex customer problems.  The alliance focuses on helping 


customers develop, deploy, manage, migrate and integrate Windows-based solutions more quickly, completely and cost-effectively than any other vendor. 





The Digital/Oracle "Alliance for Enterprise Databases," built on nearly 20 years of successful business collaboration, provides industry-leading software running on the world's fastest computer systems.  These  capabilities deliver the performance and power customers demand for complex, challenging applications.  These include Very Large Memory/Very Large Database for data warehousing solutions.


The unprecedented Digital/MCI/Microsoft "Alliance for Intranet Computing" leverages the combined strengths of the participants to offer packaged Intranet services; the first integrated end-to-end enterprise solutions for managing enterprise mail services; an information utility to deliver fully integrated services; and one-stop shopping for hardware, software and networking solutions and support.  This alliance builds on the Microsoft/Digital Alliance for Enterprise Computing and the MCI/Microsoft partnership for the 


Microsoft Network.





The Digital/Computer Associates "Alliance for Enterprise Management" delivers comprehensive enterprise management solutions to customers. Computer Associates brings leading "mission-critical" enterprise management software; Digital brings its global reach of award-winning enterprise deployment, services, support and systems integration along with leading client/server platforms for availability, scalability and performance.  Customers gain the ability to rapidly integrate 64-bit UNIX, 64-bit OpenVMS, Windows NT, and Internet platforms into their enterprise. 





These relationships and others enable Digital and its partners to address the market reality that no single information technology company can provide all enterprise solutions to all customers. Strategic partnerships, technology sharing, joint product development and marketing, complementary products, services and support, are required to succeed in today's rapidly changing computing environment.





Financial Strength...





Key financial indicators demonstrate that Digital's core strategy, focused on three primary growth platforms, is delivering.  In the past two years, the company achieved a $1 billion improvement in profits from operations, resulting from a 13 percent and then a 16 percent increase in product revenue year over year.





Alpha revenues grew 45 percent last year, driven by increasing demand for AlphaServer 8000 family systems and, more recently, by growing demand for the new midrange AlphaServer 4100 system servers.  


Both families offer unprecedented performance and price/performance.





Digital UNIX system revenues continue to grow -- up more than 50 percent year over year -- on a base that is expanding every year. Most of that growth is due to new applications or new customers, further indicators that Digital's platform strategy is paying off.





64-bit OpenVMS systems, continuously upgraded in features, functionality, and robustness, grew 23% year over year in FY96, with one-in-four of OpenVMS 8400 shipments going to customers who had not previously purchased from Digital.  New customer sales were driven primarily by OpenVMS’ unusually high availability characteristics.





Windows NT is achieving significant market penetration.  Digital's growing base more than doubled last fiscal year in this critically important segment.





Capitalizing on Digital's AltaVista technology and high performance GIGAswitch products, and strong heritage in networking integration services, the company is building strong and growing businesses in 


three targeted growth markets:  Intranet, Internet Commerce, and Internet Service Providers.  





Intel servers, network and storage products, and multivendor services all posted at least 30 percent growth rates as well, clear signals that Digital is gaining strength.





Total operating revenue was $14.6 billion, up 5 percent over FY95, or 9 percent when adjusted for divestments.  This was the highest level of revenue in the company's history, despite the fact that Digital has divested businesses during the past two years that generated more than $1 billion dollars of annual revenue. 





Digital's balance sheet strengthened this past fiscal year, despite a restructuring charge in June 1996.  Two billion dollars in cash, the highest reserve level the company has had in five years, and low debt for an industrial company its size, ensure that Digital can afford investments in products, sales, and services required to deliver networked business solutions and to grow its business.





Winning strategy...





Digital is poised once again, as it was with distributed computing and the 32-bit VAX architecture in the 1980s, to lead where the market is heading.  Digital has a focused mission-clear strategy for growth... leadership technology and services...an aggressive go-to-market plan, and a strong financial position to support its strategic businesses.





It also has another critical asset -- talented and dedicated employees.  Their loyalty, commitment to  innovation, "whatever it takes" spirit, and perseverance during challenging times have been crucial to Digital's turnaround.  And it is their hard work and determination that will drive Digital's long-term success.  
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Digital believes the information in this publication is accurate as of its publication date; such information is subject to change without notice.  Digital is not responsible for any inadvertent errors.





Digital conducts its business in a manner that conserves the environment and protects the safety and health of its employees, customers, and the community.





Digital, the Digital logo, ALL-IN-1, AlphaServer, AltaVista, Digital Semiconductor, FX!32, GIGAswitch, MAILBus 400, OpenVMS, and VAX are trademarks of Digital Equipment Corporation.  





Microsoft, Windows, Windows NT, Exchange Server, and BackOffice are either registered trademarks or trademarks of Microsoft Corporation in the United States and/or other countries. 





UNIX is a registered trademark in the United States and other countries, licensed exclusively through X/Open Company Ltd.





Printed in U.S.A.  Copyright 1996 Digital Equipment Corporation.  All rights reserved.
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